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OATH OR AFFIRMATION

B Jer’rv E Demnsev. Jr. Pt , swear (or affirm) that, to the best of my

) k.nb\\v‘ledg"é;éh"d' belief'the accom]‘)‘anyiﬁg‘ financial statement and Support'ing‘séhedulespertaining 1o t’he“ﬁrm of

Dempsey L'ordiSmit'h,‘IJLC o ’ o lase

of | De'cember‘31 . 2019, are true and correct. 1further swear (or affirm) that .

_ nieither thé:company:nor any partnier, proprietor, principal officer or director has any proprietary interest in any account .

classified solely. as that of a.customer, except as follows:

< S~
: . QE—O

\ Ngtary Public

NS

: ] \’_ fl\“his‘report ##¥ contains (check all applicable boxes):

$€ (a) Facing Page. _
p€ (b) Statementof Financial Condition.
p& (c) Statement of Income (Loss).
[] (d) Statement of Changes in Financial Condition. 3
P& (e) Statement of Changes in ‘Stockholders’ Equity or Partners”™ or Sole Proprictors” Capital.
[ ®-. Statement of Changes in Liabilities Subordinated to Claims of Creditors.
B€ (g) Computation of Net Capital. L .
B& (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
P& (i) Information Relating to thie Possession or Control Requirements Under Rule 15¢3-3.
O o A Reconciliation, including appropriate explanation of the Computation of Net Capital Under
- Rule 15¢3-3 and the Computation for Determination of the Reserve Requirements Under Exhibit
A of Rule 15¢3-3. . _ L ‘ : ,
] (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with -
o respect to methods of consolidation. ' R '
 $& (1) An Oathor Affirmation.. ' _
[J (m) A copy of the SIPC Supplemental Report . A _
O (n) A-report déscribing any matgrial inadcquacies found to exist-or found to have existed since the
date of the previous audit. '

**Fo.r conditions ofc'onﬁdéntidl treatment. of certain portions of this filing, see section 240.__172-5(2)‘(3)'.
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RUBIO CPA, PC

Building 2, Suite 1680
Aflania, GA 30339
Oftfice: 770 690-8995
Fox: 770 838-7123

REPORT OF INDEPENDENT
REGISTERED PUBLIC ACCOUNTING FIRM

To the Members of
Dempsey Lord Smith, LLC

Opinion on the Financial Statements

We have audited the accompanying statement of financial condition of Dempsey Lord Smith, LLC (the
“Company”) as of December 31, 2019, the related statements of operations, changes in members’ equity,
and cash flows for the year then ended and the related notes (collectively referred to as the “financial
statements”). In our opinion, the financial statements present fairly, in all material respects, the financial
position of the Company as of December 31, 2019, and the results of its operations and its cash flows for
the year then ended in conformity with accounting principles generally accepted in the United States of
America.

Basis for Opinion

These financial statements are the responsibility of the Company’s management. Our responsibility is to
express an opinion on the Company’s financial statements based on our audit. We are a public accounting
firm registered with the Public Company Accounting Oversight Board (United States) (“PCAOB”) and
are required to be independent with respect to the Company in accordance with the U.S. federal securities
laws and the applicable rules and regulations of the Securities and Exchange Commission and the
PCAOB.

We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statements are free
of material misstatement, whether due to error or fraud. The Company is not required to have, nor were
we engaged to perform, an audit of its internal control over financial reporting. As part of our audit we
are required to obtain an understanding of internal control over financial reporting but not for the purpose
of expressing an opinion on the effectiveness of the Company’s internal control over financial reporting.
Accordingly, we express no such opinion.

Our audit included performing procedures to assess the risks of material misstatement to the financial
statements, whether due to error or fraud, and performing procedures that respond to those risks. Such
procedures included examining, on a test basis, evidence regarding the amounts and disclosures in the
financial statements. Our audit also included evaluating the accounting principles used and significant
estimates made by management, as well as evaluating the overall presentation of the financial statements.
We believe that our audit provides a reasonable basis of our opinion.

Supplemental Information

The information contained in Schedules [, I and 111 has been subjected to audit procedures performed in
conjunction with the audit of the Company’s financial statements. The supplemental information is the
responsibility of the Company’s management. Our audit procedures included determining whether the
information in Schedules I, IT and III reconciles to the financial statements or the underlying accounting
and other records, as applicable, and performing procedures to test the completeness and accuracy of the
information presented in the accompanying schedules. In forming our opinion on the accompanying



schedules, we evaluated whether the supplemental information, including its form and content, is
presented in conformity with 17 C.F.R. §240.17a-5. In our opinion, the aforementioned supplemental
information is fairly stated, in all material respects, in relation to the financial statements as a whole.

We have served as the company’s auditor since 2005,

ki O

Rubio CPA, PC

February 24, 2020
Atlanta, Georgia



DEMPSEY LORD SMITH, LLC
STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2019
ASSETS

Cash $ 3,773,408
Commissions receivable 270,105
Due from clearing broker 100,311

Office furniture and equipment, net of
accumulated depreciation of $138,146 11,482
Deposit with clearing broker 50,000
Advances to employees ‘ 7,065
Prepaid expense 40,214
Due from related party 185,000
Total Assets $ 4437585

LIABILITIES AND MEMBERS' EQUITY

LIABILITIES
Accounts payable $ 46,623
Accrued commissions 1,665,614
Other accrued expenses 202,309
Total Liabilities 1.914.546
MEMBERS' EQUITY 2.523.039
Total Liabilities and Members' Equity $§ 4437585

The accompanying notes are an integral part of these financial statements.



DEMPSEY LORD SMITH, LLC
STATEMENT OF OPERATIONS
For the Year Ended December 31, 2019

REVENUES SR
Commissions $ 10,188,529
Mutual fund fees 1,488,034
Advisory 2,165,008
Interest 7.617
Total revenues 13,849,188

GENERAL AND ADMINISTRATIVE EXPENSES

Commissions 9,332,110
Guaranteed payments to partners 1,001,500
Employee compensation and benefits 524,877
Clearing and execution charges 458,467
Communications 17,945
Occupancy 187,500
Other operating expenses 843.395
Total expenses | 12.365.794

NET INCOME $ 1483394

The accompanying notes are an integral part of these financial statements.



DEMPSEY LORD SMITH, LLC
STATEMENT OF CASH FLOWS
For the Year Ended December 31, 2019

: 2019
CASH FLOWS FROM OPERATING ACTIVITIES:
Net income $ 1,483,394
Adjustments to reconcile net income to net cash

provided by operations:

Depreciation 17,840
Decrease in commissions receivable 11,034
Decrease in due from clearing broker 64,809
Increase in prepaid expense (7,265)
Decrease in advances to employees 17,835
Decrease in due from related party 4,000
Decrease in accounts payable (35,550)
Increase in accrued commissions 49,312
Increase in other accrued expenses 95.400
NET CASH PROVIDED BY OPERATING ACTIVITIES 1,700,809

CASH FLOWS FROM FINANCING ACTIVITIES

Distributions to members (1,000.000)
NET CASH PAID FOR FINANCING ACTIVIIES (1.000.000)
CASH FLOWS FROM INVESTING ACTIVITIES:

Purchase of office furniture and equipment (14,202)

Loan payment from related party 4.000
NET CASH USED BY INVESTING ACTIVITIES (10,202)
NET INCREASE IN CASH 690,607
CASH BALANCE:

Beginning of year 3.082.801

End of year $ 3.773.408

The accompanying notes are an integral part of these financial statements.



DEMPSEY LORD SMITH, LLC
STATEMENT OF CHANGES IN MEMBERS' EQUITY
For the Year Ended December 31, 2019

Balance, December 31, 2018 $ 2,039,645
Net Income 1,483,394
Distributions to Members (1,000,000)
Balance, December 31, 2019 $ 2.523.039

The accompanying notes are an integral part of these financial statements.



DEMPSEY LORD SMITH, LLC
NOTES TO FINANCIAL STATEMENTS
December 31, 2019

NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization and Description of Business: Dempsey Lord Smith, LLC (the "Company"), a
Georgia Limited Liability Company organized in April 2006, is a securities broker-dealer
registered with the Securities and Exchange Commission ("SEC") and the Financial Industry
Regulatory Authority ("FINRA"). As a limited liability company the member’s liability is limited
to their investment.

The Company operates as a "general securities”" and “managing” broker-dealer executing trades
for institutional and retail customers. The Company does not carry customer accounts or perform
custodial functions relating to customer securities. Customers of the Company are introduced to
a carrying broker-dealer (clearance agent) on a fully disclosed basis. The Company's customers
are located throughout the United States.

Cash: The Company maintains its cash deposits in high credit quality financial institutions.
Balances at times may exceed federally insured limits.

Office Furniture and Equipment: Office furniture and equipment is recorded at cost. Depreciation
is provided by use of straight-line methods over the estimated useful lives of the respective assets.

Income Taxes: The Company is taxed as a partnership. Therefore the income or losses of the
Company flow through to its members and no income taxes are recorded in the accompanying
financial statements.

The Company has adopted the provisions of FASB Accounting Standards Codification 740-10,
Accounting for Uncertainty in Income Taxes. Under ASC 740-10, the Company is required to
evaluate each of its tax positions to determine if they are more likely than not to be sustained if the
taxing authority examines the respective position. A tax position includes an entity’s status,
including its status as a pass-through partnership, and the decision not to file a tax return. The
Company has evaluated each of its tax positions and has determined that no provision or liability
for income taxes is necessary.

Estimates: Management uses estimates and assumptions in preparing financial statements in
accordance with generally accepted accounting principles. Those estimates and assumptions affect
the reported amounts of assets, liabilities, revenues and expenses. Actual results could vary from
the estimates that were assumed in preparing the financial statements.



DEMPSEY LORD SMITH, LLC
NOTES TO FINANCIAL STATEMENTS
December 31, 2019

NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Revenue Recognition: The core principal of revenue from contracts with customers standard (ASU
2014-09) is that an entity should recognize revenue when it transfers promised goods or services
to customers in an amount that reflects the consideration to which the entity expects to be entitled
in exchange for those goods or services. ASU 2014-09 prescribes a five-step process to accomplish
this core principle, including:

Identification of the contract with the customer;

Identification of the performance obligation(s) under the contract;

Determination of the transaction price;

Allocation of the transaction price to the identified performance obligation(s); and

Recognition of revenue as (or when) an entity satisfies the identified performance
obligation(s).

The Company recognizes commission revenue upon the execution of the underlying trade as this
satisfies the only performance obligation identified in accordance with this standard.

Mutual funds or pooled investments vehicles (collectively, “funds”) have entered into agreements
with the Company to distribute/sell its shares to investors. Marketing or distribution fees are paid
over time (12B-1 fees) on the basis of a contractual rate applied to the monthly or quarterly market
value of the fund. Fee based revenue is recognized in accordance with these agreements.

The Company provides investment advisory services on a daily basis. The Company believes the
performance obligation for providing advisory services is satisfied over time because the customer
is receiving and consuming benefits as they are provided by the Company. Fee arrangements are
based on a percentage applied to the customer’s assets under management. Fees are received
quarterly and monthly and are recognized as revenue in the period in which performance
obligations are satisfied.

Commissions Receivable: Commissions receivable are uncollateralized obligations primarily due
from other broker-dealers under normal trade terms. The carrying amount of commissions
receivable may be reduced by an allowance that reflects management's best estimate of the
amounts that will not be collected. Management reviews all commissions receivable balances and
based on an assessment of current credit worthiness, estimates the portion, if any, of the balance
that will not be collected. Management believes that the commissions receivable recorded at
December 31, 2019 are fully collectable and are therefore stated at net realizable value without an
allowance for doubtful accounts.

Date of Management’s Review — Subsequent events were evaluated through the date the financial
statements were issued.



NOTE B —NET CAPITAL

The Company, as a registered broker dealer, is subject to the Securities and Exchange Commission
Uniform Net Capital Rule (Rule 15¢3-1), which requires the maintenance of minimum net capital
and requires that the ratio of aggregate indebtedness to net capital, both as defined, shall not exceed
15to 1. At December 31, 2019, the Company had net capital of $2,275,425, which was $2,147,789
in excess of its required net capital of $127,636 and its ratio of aggregate indebtedness to net capital
was .8414 to 1.0.

NOTE C— OFF BALANCE SHEET RISK

In the normal course of business, the Company’s customers execute securities transactions
through the Company. These activities may expose the Company to off balance sheet risk in the
event the customer or other broker is unable to fulfill its contracted obligations and the Company
has to purchase or sell the financial instrument underlying the contract at a loss.

NOTE D — CLEARANCE AGREEMENT

The Company has an agreement with a clearing broker to execute and clear, on a fully disclosed
basis, customer accounts of the Company. In accordance with this agreement, the Company is
required to maintain a deposit in cash or securities. The Company's clearing agreement requires
that a minimum balance of $50,000 be maintained on deposit with the clearing broker and that
minimum net capital of $150,000 be maintained. Accounts receivable from its clearing broker at
December 31, 2019 consists of commissions receivable and funds on deposit at various accounts.
The receivable is considered fully collectible at December 31, 2019 and no allowance is required..

NOTE E —LEASES AND RELATED PARTIES

The Company leases three office premises locations from its members or entities controlled by its
members. The leases became month to month effective January 2018.

For the year ended December 31, 2019, rent expense under related party premises leases was
$187,500.

At December 31, 2019, the Company has a note receivable of $185,000 from an entity controlled
by its members. The note is non-interest bearing and due on demand.

Financial position and results of operations would differ from the amounts in the accompanying
financial statements if these related party transactions did not exist.



NOTE F — CONTINGENCIES

The Company is subject to litigation and customer claims in the normal course of business. At
December 31, 2019, the Company is engaged in a matter with customers. The Company has
accrued $110,000 for these matters that is included in other accrued expenses in the statement of
financial condition.

NOTE G - CUSTOMER CONCENTRATIONS

During 2019, the Company had one customer that accounted for 39% of total revenues.



SUPPLEMENTAL INFORMATION



SCHEDULE I
DEMPSEY LORD SMITH, LLC

COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1
OF THE SECURITIES AND EXCHANGE COMMISSION ACT OF 1934
AS OF DECEMBER 31, 2019

NET CAPITAL:
Total members' equity $2.523.039
Less non-allowable assets:
Commissions receivable, non-allowable (3,854)
Office furniture and equipment (11,482)
Other assets (232.278)
247,614)
Net capital before haircuts 2,275,425

Less haircuts ‘ -

Net capital 2,275,425
Minimum net capital required 127,636
Excess net capital $2.147,789
Aggregate indebtedness $1.914,546
Minimum net capital based on aggregate indebtedness $ 127,636
Ratio of aggregate indebtedness to net capital .8414t0 1.0

RECONCILIATION WITH COMPANY’S COMPUTATION OF NET CAPITAL INCLUDED
IN PART ITA OF FORM X-17A-5 AS OF DECEMBER 31, 2019

There is no significant difference between net capital as reported in Part IIA of Form X-17a-5
and net capital as reported above.



DEMPSEY LORD SMITH, LLC

SCHEDULE II
COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS
UNDER RULE 15¢3-3 OF THE SECURITIES AND EXCHANGE COMMISSION
AS OF DECEMBER 131, 2019

The Company is exempt from the provisions of Rule 15¢3-3 under the Securities Exchange Act
of 1934, pursuant to paragraph (k)(2)(i) and (k)(2)(ii) of the rule.

SCHEDULE III
INFORMATION RELATING TO THE POSSESSION OR CONTROL REQUIREMENTS
UNDER RULE 15¢3-3 OF THE SECURITIES AND EXCHANGE COMMISSION
AS OF DECEMBER 31, 2019

The Company is exempt from the provisions of Rule 15¢3-3 under the Securities Exchange Act
of 1934, pursuant to paragraph (k)(2)(i) and (k)(2)(ii) of the rule.



RUBIO CPA, PC

CERTIFIED PUBLIC ACCOUNTANTS 2727 Paces Ferry Road SE
Building 2, Suite 1680

Allanta, GA 30339

Office: 770 690-8995

Fax: 770 838-7123

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Members of
Dempsey Lord Smith, LLC

We have reviewed management’s statements, included in the accompanying Broker Dealers Annual
Exemption Report in which (1) Dempsey Lord Smith, LLC identified the following provisions of 17
C.F.R. § 15¢3-3(k) under which Dempsey Lord Smith, LLC claimed an exemption from 17 C.F.R. §
240.15¢3-3: (k)(2)(i) and (k)(2)(ii) (the “exemption provisions™); and, (2) Dempsey Lord Smith, LLC
stated that Dempsey Lord Smith, LLC met the identified exemption provisions throughout the most recent
fiscal year with exceptions as noted in the exemption report. Dempsey Lord Smith, LLC’s management
is responsible for compliance with the exemption provisions and its statements.

Our review was conducted in accordance with the standards of the Public Company Accounting
Oversight Board (United States) and, accordingly, included inquiries and other required procedures to
obtain evidence about Dempsey Lord Smith, LLC’s compliance with the exemption provisions. A review
is substantially less in scope than an examination, the objective of which is the expression of an opinion
on management’s statements. Accordingly, we do not express such an opinion.

Based on our review, we are not aware of any material modifications that should be made to
management’s statements referred to above for them to be fairly stated, in all material respects, based on
the provisions set forth in paragraphs (k)(2)(i) and (k)(2)(ii), of Rule 15¢3-3 under the Securities
Exchange Act of 1934,

February 24, 2020

Atlanta, GA
- <
| [t 04, 7

Rubio CPA, PC
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!{’/ DEMPSEY LORD SMITH, LLC
-

February 12, 2020

BROKER DEALERS ANNUAL EXEMPTION REPORT

Dempsey Lord Smith, LLC claims an exemption from the provisions of Rule
15¢3-3 under the Securities and Exchange Act of 1934, pursuant to
paragraph (k)(2)(i) and (k)(2)(ii) of the Rule.

Dempsey Lord Smith, LLC met the aforementioned exemption provisions
throughout the most recent year ended December 31, 2019 without
exception.
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